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WITH THE NEWS HEADLINES THESE DAYS FOCUSED LARGELY ON TERRORISM IN
MIDDLE EASTERN AND EUROPEAN AIRPORTS, TURMOIL IN SOUTH AFRICA, AND
MILITARY MOVEMENTS IN THE MEDITERRANEAN, IT IS ALL TOO EASY FOR THE
PUBLIC AND THE MEDIA TO LOSE TRACK OF WHAT'S GOING ON IN LATIN AMERICA.
IT'S TOO EASY TO FORGET "AMERICA'S BACK YARD," WHICH IS SO IMPORTANT TO
US BUSINESS AND STRATEGIC INTERESTS.

LATIN AMERICA, AS YOU KNOW, IS A VAST AND VERY DIVERSE REGION
POLITICALLY, ECONOMICALLY, AND CULTURALLY. THE REGION IS NOW UNDERGOING
TREMENDOUS CHANGES THAT THREATEN THE STABILITY OF THE REGION AND
LONG-TERM US INTERESTS THERE.

I THINK THAT. IN BROAD TERMS, THERE ARE THREE MAJOR PROBLEMS AFFECTING
THAT REGION TODAY. THESE ARE ECONOMIC STAGNATION AND A CRUSHING
EXTERNAL DEBT: THE GROWTH OF INSURGENCY AND TERRORISM; AND -- TO MAKE
MATTERS WORSE -- SOVIET AND CUBAN SUBVERSION AND EXPLOITATION OF THE
REGION'S WOES.

FROM THE BUSINESS PERSPECTIVE, THE MOST SIGNIFICANT ISSUE CLEARLY IS
LATIN AMERICA'S ECONOMIC DIFFICULTIES -— ESPECIALLY ITS HUGE AND GROWING
DEBT. MANY OF YOU ARE NO DOUBT MORE FAMILIAR THAN I WITH THE MASSIVE

DEBT PROBLEMS OF MEXICO AND BRAZIL.

LET ME FOCUS....
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LET ME FOCUS FOR A FEW MINUTES ON LATIN AMERICAN DEBT.

THE MAGNITUDE OF THE PROBLEM IS STRIKING. QVER ONE QUARTER OF THE TOTAL

THIRD WORLD EXTERNAL DEBT IS ACCOUNTED FOR BY BRAZIL. MEXICO. AND

ARGENTINA. THROW IN SMALLER DEBTORS LIKE VENEZUELA. CHILE, CoSTA RICA,
JAMAICA, AND SOME OTHERS., AND THE LATIN AMERICAN SHARE OF THIRD WORLD
DEBT APPROACHES FIFTY PERCENT.

NOTE: TOTAL DEBT OF BRAZIL STANDS AT $105 BILLION:
Ex1co $102 BILLION; %gggNILNA $46 BILLION: V A

BILLIONs CHILE $21 BILLION: AND PERU $13 BILLION.
AS YOU ALL KNOW, THERE IS NOTHING INHERENTLY WRONG WITH DEBT. INDEED,
NATIONS NORMALLY REQUIRE EXTENSIVE BORROWING TO FINANCE DEVELOPMENT. AND
IN THE EARLY 70S, ECONOMIC PLANNERS THROUGHOUT LATIN AMERICA WERE
"BULLISH", AND ALMOST EAGERLY INCURRED DEBT. THESE ECONOMISTS
ANTICIPATED THAT THEIR COUNTRIES WOULD BE ABLE TO REPAY CREDITORS EASILY
FROM STEADILY RISING EXPORT EARNINGS FROM OIL, MINERALS, AND FOODSTUFFS.

UNFORTUNATELY, SHARP REVERSALS IN THE WORLD ECONOMY TORPEDOED THIS
STRATEGY. GENERAL RECESSION CAUSED SALES OF LATIN AMERICAN COMMODITY
EXPORTS =— FOR EXAMPLE, COFFEE, SUGAR, AND COPPER -- TO FALL RAPIDLY
BEGINNING AROUND 1980. SIMULTANEOUSLY, ANOTHER RUNUP IN WORLD OIL PRICES
HURT OIL IMPORTERS LIKE BRAZIL, CHILE., AND COUNTRIES IN THE CARIBBEAN
BASIN. FALLING EXPORTS AND EXPENSIVE IMPORTED OIL JACKED UP THEIR
EXTERNAL DEBTS STILL FURTHER.

WHILE THE ABILITY ....
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WHILE THE ABILITY OF DEBTOR COUNTRIES TO EARN FOREIGN EXCHANGE WAS
RAPIDLY ERODING, INTERNATIONAL LENDERS PERCEIVED A GROWING DEGREE OF
RISK. NATURALLY, THEY BEGAN CUTTING BACK ON FUNDS FOR DEBT-SERVICING.
BORROWERS NOW WERE CAUGHT WITH DEBTS THAT COULD NOT BE REPAID, AND CALLED
FOR HELP.

THE UNITED STATES GOVERNMENT, IN COLLABORATION WITH THE IMF AND CERTAIN
OTHER GOVERNMENTS AND BANKS, BEGAN DEALING WITH DEBT READJUSTMENTS ON A
CASE-BY-CASE BASIS. THIS PROCESS INVOLVES FIVE KEY ELEMENTS - INTERNAL
ECONOMIC ADJUSTMENTS BY THE DEBTOR COUNTRIES: NEW COMMERCIAL BANK
FINANCING: GOVERNMENT LOANS; IMF LOANS: AND RELIANCE UPON GLOBAL ECONOMIC
RECOVERY.

AS YOU CAN IMAGINE, THE "MEDICINE" WAS INITIALLY PAINFUL. AS GOVERNMENTS
IMPOSED AUSTERITY PROGRAMS, UNEMPLOYMENT AND URBAN UNREST GREW AND
INFLATION JUMPED WHILE CAPITAL FLED THE REGION.

THE USG STRATEGY, HOWEVER, BEGAN SHOWING RESULTS IN LATE 1983, EXPORTS
FINALLY BEGAN TO INCREASE, AND BANKERS PROVIDED NEW LOANS. BY THE END OF
1984, IT APPEARED THAT FINANCIAL DIFFICULTIES WERE LESSENING. TRADE
SURPLUSES WERE GROWING AS EXPORTS SOARED TO THE ECONOMICALLY-RECOVERING
INDUSTRIAL WORLD. ESPECIALLY THE US. IN ADDITION, INTEREST RATES FELL.
THUS FURTHER EASING LATIN AMERICA'S REPAYMENT BURDEN. AND AUSTERITY
MEASURES IMPOSED BY IMF STRENGTHENED LATIN AMERICAN ECONOMIES. IN SHORT,
GROWTH STARTED TO PICK UP.

UNFORTUNATELY, THE OLD....
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UNFORTUNATELY, THE OLD PROBLEMS CAME BACK IN 1985, ECONOMIC GROWTH IN
THE INDUSTRIAL NATIONS -- AND PARTICULARLY IN THE UNITED STATES -- WHICH
HAD FUELED THE LATIN AMERICAN EXPORT GROWTH IN 1984, ONCE AGAIN
DECLINED. COMMODITY PRICES FELL IN SOME CASES TO THE LOWEST LEVELS IN
DECADES. INCREASINGLY, PROTECTIONISM BLOCKED EXPORTS.

EVEN OIL PRODUCERS LIKE MEXICO AND VENEZUELA WERE NOT IMMUNE. THEY
THOUGHT THAT THE RISING OIL PRICES OF THE EARLY 1970S WAS A "PERMANENT
TREND." FOR THIS REASON, THEY LAVISHED HUGE SUMS ON SOCIAL PROGRAMS AS
WELL AS ON ECONOMIC DEVELOPMENT. LIKE EVERYONE ELSE, THEY WERE CAUGHT BY
SURPRISE BY THE WORLD OIL GLUT AND STEADY DECLINE OF PRICES. BUT UNLIKE
SAUDI ARABIA AND THE GULF STATES, THESE COUNTRIES HAD NO CUSHION OF
SAVINGS TO FALL BACK ON WHEN OVER-PRODUCTION FORCED PRICE CUTS.

AS A RESULT, 1986 LOOMS AS ANOTHER ECONOMICALLY DIFFICULT YEAR FOR THE
REGION. ARGENTINA AND MEXICO MAY WELL EXPERIENCE A DROP IN GNP OF 2-3
PERCENT THIS YEAR. THESE ECONOMIC PROBLEMS COULD EASILY LEAD TO SERIOUS

ﬂSAc.def W\ H UL STIMMULATE

POLITICAL AND SOCIAL INEFABM.IGY AWB THE GROWTH OF RADICAL MOVEMENTS.
THERE AND ELSEWHERE.

AS MANY OF YOU KNOW, CASTRO IS ALREADY TRYING TO CAPITALIZE ON THESE
PROBLEMS BY PUBLICLY URGING LATIN AMERICAN DEBTOR NATIONS TO REFUSE TO
PAY THEIR DEBTS. CASTRO HAS SPONSORED A SERIES OF DEBT CONFERENCES IN
HAVANA TO SPREAD THE WORD, AND THUS CREATE PROBLEMS AND EMBARRASSMENTS
FOR DEMOCRATIC GOVERNMENTS. FOR THE MOMENT, HIS PLEAS ARE FALLING ON
DEAF EARS BECAUSE LATIN AMERICAN POLITICAL LEADERS RECOGNIZE THAT CASTRO

IS TRYING TO EXPLOIT....
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IS TRYING TO EXPLOIT ISSUES FOR HIS OWN ENDS. NONETHELESS, CASTRO HAS
HIGHLIGHTED A SENSITIVE POLITICAL ISSUE THAT PUTS GOVERNMENTS THROUGHOUT
LATIN AMERICA UNDER CONSIDERABLE POPULAR PRESSURE.

T AM HAPPY TO TELL YOU THAT THE US GOVERNMENT IS TRYING VERY HARD TO HELP
OUR SISTER GOVERNMENTS THROUGHOUT THE HEMISPHERE MEET THESE SERIOUS
ECONOMIC PROBLEMS. LAST OCTOBER TREASURY SECRETARY BAKER ANNOUNCED A NEW
PLAN., "PROGRAM FOR SUSTAINED GROWTH,"™ TO ESTABLISH A WORKABLE STRATEGY
FOR DEALING WITH INTERNATIONAL DEBT. THE PROGRAM CALLS FOR DEBTORS TO
ADOPT FREE-MARKET REFORMS TO STRENGTHEN ECONOMIES AND LAY THE FOUNDATION
FOR RENEWED GROWTH, FOR THE WORLD BANK TO SUPPORT STRUCTURAL ADJUSTMENTS
OF ECONOMIES WHERE REQUIRED, AND FOR COMMERCIAL BANKS TO INCREASE LENDING.

THUS FAR, LATIN AMERICAN DEBTOR COUNTRIES HAVE WELCOMED THE US
INITIATIVE. FROM THEIR PERSPECTIVE, THEY SEE THE PLAN AS A SIGN THAT THE
US RECOGNIZES THE REAL NEED OF DEBTORS TO RESTORE ECONOMIC GROWTH AND
OBTAIN NEW DEVELOPMENT CAPITAL.

NOW THE TASK FOR US INTELLIGENCE IS TO CLOSELY MONITOR THE ECONOMIES OF
KEY LATIN AMERICAN COUNTRIES WITH SPECIAL ATTENTION TO THEIR ABILITY TO
MAKE DEBT REPAYMENTS -- AS WELL AS TO THE POLITICAL AND SOCIAL
REPERCUSSIONS OF THEIR FINANCIAL DIFFICULTIES -- IN ORDER TO ASSESS ANY
ADVERSE IMPACT ON OUR NATIONAL SECURITY. THE STAKES ARE LARGE;

A MAJOR CONSIDERATION HERE IS THAT AMERICAN COMMERCIAL BANKS HAVE A MAJOR
EXPOSURE IN LATIN AMERICA. BY MID-1985 US BANKS HAD LENT ALMOST $100

BILLION TO LATIN AMERICA....
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BILLION TO LATIN AMERICA. AS YOU ARE NO DOUBT AWARE, DEFAULT COULD
SERIOUSLY HURT SOME US BANKS, AND WOULD INJURE THE US BANKING SYSTEM
GENERALLY.

PERHAPS EVEN MORE IMPORTANTLY, THOUGH, THE INABILITY OF THESE COUNTRIES
TO HONOR THEIR DEBT REPAYMENT AGREEMENTS WOULD ALSO HAVE A STRONGLY
NEGATIVE IMPACT ON SUSTAINING ECONOMIC RECOVERY IN THE INDUSTRIAL WORLD.

LDC'S ARE IMPORTANT CUSTOMERS FOR INDUSTRIAL NATIONS' PRODUCTS, BUT
FINANCIAL STRAINS AND RIGOROUS AUSTERITY PROGRAMS WOULD AGAIN FORCE THEM

TO CURB IMPORTS, ESPECIALLY OF US GOODS.

I MENTIONED A MOMENT AGO THAT THERE IS A CLOSE CONNECTION BETWEEN
ECONOMIC STAGNATION IN LATIN AMERICA AND THE GROWTH OF POLITICAL
RADICALISM AND ITS TWO UGLY MANIFESTATIONS: INSURGENCY AND TERRORISM.
INDEED, THE SPREAD OF THESE PROBLEMS IN LATIN AMERICA DURING THE LAST
FIVE YEARS HAS BEEN ALARMING.

IN SEVERAL LATIN AMERICAN STATES, SMALL NUMBERS OF REVOLUTIONARIES --
DISDAINFUL OF THE ELECTORAL PROCESS AND UNABLE TO WIN POPULAR SUPPORT
THROUGH THE BALLOT BOX —- HAVE SUCCEEDED IN SUBVERTING THE CLIMATE OF
OPINION FROM ONE THAT RESPECTED PARLIAMENTARY DEBATE INTO ONE THAT
ENCOURAGES BLOWS AND COUNTER-BLOWS, VIOLENCE AND COUNTER-VIOLENCE. THIS
HAS RESULTED IN GRADUAL WEAKENING OF PARLIAMENTARY INSTITUTIONS AND
DEMOCRATIC PROCESSES IN SEVERAL COUNTRIES.

AS WE SPEAK, THERE ARE LEFTIST-BACKED INSURGENCIES -~ OCCASIONALLY

PUNCTUATED BY ACTS OF WANTON TERRORISM -- ACTIVE IN Peru, CHILE,
CoLOMBIA, EL SALVADOR,....
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COLOMBIA, EL SALVADOR, AND GUATEMALA, AND SEVERAL ISLAND NATIONS OF THE
CARIBBEAN.

RADICAL GROUPS SEE IN TERRORISM THE POTENTIAL FOR OBTAINING CONCESSIONS
FROM ESTABLISHED GOVERNMENTS THAT CAN NEVER BE OBTAINED BY TRADITIONAL
POLITICAL MEANS. ONE COMMON TERRORIST OBJECTIVE IS TO PROVOKE A VIOLENT
REACTIONARY RESPONSE AND THUS DISCREDIT POLITICAL MODERATES AND ALIENATE
PEOPLE FROM THEIR GOVERNMENT. SUCH A MOTIVATION WAS BEHIND THE RECENT
BLOODY SEIZURE OF THE PALACE OF JUSTICES IN COLOMBIA. IF THE
DECISION-MAKING PROCESS CAN BE DISRUPTED, CONFIDENCE IN THE WORKABILITY
OF DEMOCRATIC INSTITUTIONS CAN BE ERODED, AND == UNLESS LATIN AMERICAN
GOVERNMENTS DEAL EFFECTIVELY WITH TERRORISM —-= THEIR STABILITY WILL BE
SERIOUSLY WEAKENED. POLARIZATION IS A DESIRED GOAL OF CHILEAN
TERRORISTS, ESPECIALLY.

TERRORIST METHODS ARE BECOMING INCREASINGLY SOPHISTICATED.
ASSASSINATIONS AND SEIZURES OF HOSTAGES FOR MAXIMUM IMPACT ON AUDIENCES
IN TARGET COUNTRIES ARE TWO FAVORITE MEANS USED BY TERRORISTS TO DRAW
MEDIA ATTENTION TO THEIR CAUSE. MOREOVER, NOWADAYS, MANY OF THE RISKS
ASSOCIATED WITH TERRORISM ARE GREATLY DIMINISHED BY THE INVOLVEMENT OF
OUTSIDE GOVERNMENTS IN THE FINANCING, TRAINING, DOCUMENTATION, AND
PROVIDING OF SAFEHAVEN FOR TERRORIST GROUPS.

WITH HELP FROM A SPONSORING STATE LIKE CUBA, NICARAGUA, OR LIBYA, THESE
TERRORIST GROUPS ARE ABLE TO USE MORE SOPHISTICATED TECHNIQUES BECAUSE OF

STATE-FUNDED TRAINING PROGRAMS, AND MORE VIOLENT, MORE DEADLY, MORE

DIFFICULT-TO-DETECT....
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DIFFICULT-TO-DETECT EQUIPMENT AND ARMS. THEY ALSO RECEIVE INTELLIGENCE,
AND GET OFFICIAL TRAVEL DOCUMENTS, WHICH THEY SOMETIMES USE AS DIPLOMATIC
COVER TO HIDE THEIR TRUE IDENTITIES. THIS SUPPORT MAKES IT EASY FOR
TERRORISTS TO MASK THEIR MOVEMENTS AND MUNITIONS DELIVERIES -— AND THEN
FIND SAFEHAVEN IN THE SPONSORING STATE AFTER AN ATTACK. SO THE BACKING
OF RADICAL GOVERNMENTS ENORMOUSLY ESCALATES THE SCOPE AND POWER OF THIS
GROWING THREAT.

PART OF THE POTENT SUBVERSIVE THREAT WE FACE IN CENTRAL AMERICA IS
STIMULATED BY OUTSIDERS WHO ARE WELL-VERSED IN TERRORISM. FOR EXAMPLE,
ITALIAN PRIME MINISTER CRAXI [KRAHK-SEE] STATED EARLY LAST YEAR THAT
NICARAGUA HOSTS U4 OF ITALY'S MOST DANGEROUS TERRORISTS. HIS STATEMENT
IS CORROBORATED IN PART BY A FORMER RED BRIGADE TERRORIST WHO SAID THAT
AT LEAST SIX OF HIS FORMER COMRADES NOW SERVE AS NON-COMMISSIONED
OFFICERS IN THE SANDINISTA ARMY.

PARENTHETICALLY, I'D LIKE TO ADD THAT NICARAGUA RECEIVES SUBSTANTIAL AID
FROM QADHAFI'S LIBYA AND PLAYED HOST TO IRANIAN PRIME MINISTER MUSAVI

[MOO-SAH-VEE]. FOR THOSE OF US IN THE INTELLIGENCE BUSINESS, IT IS NOT
SURPRISING THAT THE SAME NAMES AND FACES KEEP TURNING UP WHENEVER WE LOOK
BROADLY AT THE SUBJECT OF INTERNATIONAL TERRORISM.

CLEARLY, THE SOVIET UNION AND ITS ALLIES HAVE GRASPED THE ENORMOUS
POTENTIAL OF TERRORIST MOVEMENTS AND INSURGENCIES FOR DISRUPTING
SOCIETIES, PARTICULARLY IN THE THIRD WORLD. CLEARLY, THEY HAVE

RECOGNIZED THAT IN AFRICA, ASIA, AND LATIN AMERICA THERE ARE MANY WEAK

GOVERNMENTS WITH LOW....
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GOVERNMENTS WITH LOW LEVELS OF POLITICAL LEGITIMACY AND HIGH LEVELS OF
INSTABILITY. TO A DEGREE FAR GREATER THAN IS GENERALLY REALIZED, SOME
LATIN AMERICAN GOVERNMENTS ARE VULNERABLE TO DISRUPTIONS BY TERRORISTS OR
INSURGENTS AND ARE, THEREFORE, TEMPTING TARGETS FOR LEFTIST CAMPAIGNS.

IN PROVIDING TERRORIST MOVEMENTS WITH ARMS, TRAINING, AND POLITICAL
SUPPORT, THE SOVIET UNION AND ITS ALLIES, THE RADICAL STATES, HAVE
DISCOVERED A HIGHLY COST-EFFECTIVE WAY OF MAKING THE POINT THAT IN
TODAY'S WORLD, IT IS NOT SAFE TO PRACTICE DEMOCRACY.

I'D LIKE NOW TO TURN BRIEFLY TO THE RATHER MURKY AREA OF COLLUSION
BETWEEN THE DRUG PRODUCERS AND NARCOTICS TRAFFICKERS AND THE TERRORISTS,
LEFTIST GUERRILLAS, AND THEIR BACKERS.

DRUG DEALERS SEE THEIR INTERESTS AS BEING THE CORRUPTION AND MANIPULATION
OF AN ESTABLISHED REGIME —- SUCH MANIPULATION TO INCLUDE THE BUYING OF
POLICEMEN, SECURITY AGENTS, JUDGES, MEMBERS OF PARLIAMENT, AND EVEN
PREMIERS. MONEY IS THE MEANS AND ALSO THE OBJECTIVE FOR NARCOTICS
PUSHERS.

TERRORISTS AND INSURGENTS, ON THE OTHER HAND, ARE OUT TO DESTROY THE
EXISTING SYSTEM. IF THEY HAD THEIR WAY, THEY WOULD NOT CORRUPT THE
POLICEMEN AND JUDGES ~-— THEY WOULD KILL THEM. MOREOVER, MONEY IS USEFUL
FOR BUYING WEAPONS, PAYING OPERATIONAL EXPENSES, AND BUYING INTELLIGENCE
AND OTHER INFORMATION. THE TERRORIST OR INSURGENT IS, ABOVE ALL,
IDEOLOGICAL. HE IS COMMITTED TO OVERTHROWING THE ESTABLISHED REGIME:

THAT IS HIS OBJECTIVE....
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THAT IS HIS OBJECTIVE. HE NEEDS MONEY TO DO THIS. AND NARCOTICS DEALERS
CAN PROVIDE THE MONEY.

THIS SAID, THERE IS A DEGREE OF COOPERATION BETWEEN SOME TERRORISTS AND
NARCOTICS TRAFFICKERS FOR AT LEAST TACTICAL REASONS. FOR EXAMPLE, A
SYMBIOTIC RELATIONSHIP HAS GROWN UP IN COLOMBIA BETWEEN NARCOTICS DEALERS
IN JUNGLE AREAS AND ALONG THE CARIBBEAN COAST AND THE LEFTIST
REVOLUTIONARY ARMED FORCES OF COLOMBIA. NEITHER GROUP, ORDINARILY, WOULD
HAVE MUCH TO DO WITH THE OTHER. BUT THE DRUG MERCHANT NEEDS A SECURE
TRANSIT POINT FOR HIS GOODS TO REACH THE US MARKETS. ONE SUCH TRANSIT
POINT IS CUBA AND THE WATERS AROUND CUBA. AND THE TERRORISTS NEED ARMS.

IN THE PAST, THE CUBANS FUNNELED ARMS AND MONEY TO THE GUERRILLA GROUPS
THROUGH THE DRUG MERCHANT CHANNELS, SO THERE IS COMPATIBILITY AND
COMPLEMENTARY INTEREST. ALTHOUGH FIDEL CASTRO LOUDLY DENIES HAVING
DEALINGS WITH DRUG MERCHANTS WHEN SPEAKING WITH AMERICAN JOURNALISTS, IN
FACT WE'VE CAUGHT HIM RED-HANDED. BY HELPING DRUG DEALERS PUSH COCAINE
AND MARIJUANA, CASTRO GAINS IMPROVED ACCESS TO THE CUBAN COMMUNITY RIGHT
HERE IN SOUTH FLORIDA, CONTRIBUTES TO CRIME AND DISORDER IN THE US, AND
AIDS HIS REVOLUTIONARY OFFSPRING IN COLOMBIA.

SINCE WE'RE ON THE SUBJECT, I WOULD NOW LIKE TO DIRECT YOUR ATTENTION TO
BROADER SOVIET-CUBAN MOVES IN THE CARIBBEAN AND CENTRAL AMERICA.

YOU ARE ALL UNDOUBTEDLY FAMILIAR WITH THE FACT THAT IN JuLy 1979 A
POPULAR REVOLUTION OVERTHREW THE SOMOZA DYNASTY IN NICARAGUA. THERE IS

NO QUESTION THAT....
11
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NO QUESTION THAT THIS REVOLUTION WAS SUPPORTED WIDELY THROUGHOUT
NICARAGUAN SOCIETY AT THE TIME. WHAT YOU MAY NOT KNOW, HOWEVER, IS THE
EXTENT TO WHICH THE "POPULAR™ NATURE OF THE REVOLUTION WAS SUBVERTED BY
PRO-CUBAN AND PRO-SOVIET ELEMENTS WITHIN THE SANDINIST NATIONAL
LIBERATION FRONT. SANDINISTAS NOW HAVE A MONOPOLY ON POWER IN NICARAGUA,
AND HAVE ESSENTIALLY REPLACED THE SOMOZA DICTATORSHIP WITH ONE THAT IS
EVERY BIT AS REPRESSIVE.

FROM THE PERSPECTIVE OF THE US, REALLY ONLY ONE THING HAS CHANGED AND
THAT IS NICARAGUA'S ORIENTATION IN THE PROTRACTED STRUGGLE BETWEEN THE us
AND THE SOVIET UNION.

I COULD GO ON AT SOME LENGTH ABOUT THE REPRESSIVE NATURE OF THE
SANDINISTAS AND THE REMARKABLE PARALLELS THAT EXIST BETWEEN THE EVENTS
FOLLOWING THE SANDINISTA SEIZURE OF POWER IN 1979 AND THOSE EVENTS WHICH
TOOK PLACE IN CASTRO'S CUBA TWENTY YEARS EARLIER.

BUT MY MAIN POINT THIS EVENING IS TO IMPRESS UPON YOU THE NATURE OF
NICARAGUA'S THREAT, AS WE SEE IT, TO ITS IMMEDIATE NEIGHBORS, AND
ULTIMATELY TO THE UNITED STATES.

THE KEY TO THE PROBLEM IS NICARAGUA'S INCREDIBLE MILITARY BUILD-UP -— A
BUILD-UP THAT WAS NOT POSSIBLE WITHOUT SOVIET AND CUBAN ARMS DELIVERIES
OF MASSIVE PROPORTIONS. YOU MAY BE SURPRISED TO KNOW THAT NICARAGUA HAS
MORE_TROOPS AND EQUIPMENT THAN ALL THE OTHER CENTRAL AMERICAN COUNTRIES
PUT TOGETHER:

NOT TO BORE YOU....
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NOT TO BORE YOU WITH STATISTICS, BUT YOU SHOULD KNOW THAT THEY HAVE NOT
ONLY THE STRONGEST, BUT THE BEST-EQUIPPED MILITARY FORCES IN THE REGION.
THE SANDINIST PEOPLE'S ARMY CURRENTLY HAS AN ACTIVE STRENGTH OF SOME
65,000 AND A FULLY MOBILIZED STRENGTH, INCLUDING MILITIA AND RESERVES, OF
NEARLY 120,000. THESE FORCES ARE EQUIPPED WITH SOVIET TANKS, ARMORED
VEHICLES, STATE-OF-THE-ART ATTACK HELICOPTERS, COASTAL PATROL BOATS, AND
AN INCREASINGLY COMPREHENSIVE AIR DEFENSE SYSTEM. THIS GIVES THE
SANDINISTAS A MILITARY CAPABILITY FAR BEYOND THAT OF ANY OTHER CENTRAL
AMERICAN NATION.

ToDAY, CUBAN AND NICARAGUAN MILITARY FORCES TOGETHER ARE FOUR TIMES THE
SIZE OF THOSE OF MEXICO AND THEY ARE EQUIPPED WITH VASTLY SUPERIOR
WEAPONS. TODAY, WITH ARMED FORCES LARGER AND BETTER EQUIPPED THAN THE
REST OF CENTRAL AMERICA COMBINED, NICARAGUA COULD WALK THROUGH COSTA
RICA, WHICH HAS NO ARMY, TO PANAMA. (CUBA COULD THREATEN OUR VITAL SEA
LANES IN THE CARIBBEAN, THEREBY SERIOUSLY IMPAIRING OUR ABILITY TO
REINFORCE NATO AND EUROPE IF WE HAD TO.

IN ADDITION TO MILITARY HARDWARE IN NICARAGUA, THERE ARE NOW AN ESTIMATED
6,000~7,500 CUBAN MILITARY AND CIVILIAN ADVISORS AND SEVERAL HUNDRED
OTHER COMMUNIST AND RADICAL ARAB PERSONNEL WHO ARE ASSISTING THE
SANDINISTAS IN THEIR MILITARY BUILD-UP AND CONSOLIDATION OF POWER. UNDER
CUBAN DIRECTION AND GUIDANCE, THE SANDINISTA SECURITY SERVICE HELPS THE
REGIME ESTABLISH CONTROL OVER THE MEDIA, CREATE AND SPREAD PROPAGANDA AND
DISINFORMATION, AND NEUTRALIZE OR EXPEL THOSE WHO OPPOSE THE SANDINISTA
DICTATORSHIP.

OVER THE PAST YEAR,....

13

Approved For Release 2011/01/18 : CIA-RDP86B00885R000600900002-0



Approved For Release 2011/01/18 : CIA-RDP86B00885R000600900002-0

OVER THE PAST YEAR, THE AMERICAN INTELLIGENCE COMMUNITY HAS UNANIMOUSLY
CONCURRED IN FIVE NATIONAL ESTIMATES ON THE MILITARY BUILD-UP IN
NICARAGUA., THE MARXIST-LENINIST CONSOLIDATION OF POLITICAL POWER. AND THE
STRATEGIC OBJECTIVES OF SOVIETS, CUBANS, AND SANDINISTAS IN NICARAGUA AND
CENTRAL AMERICA AND THE PROSPECTS OF POSSIBLE INSURGENCY.

IF I BOILED THE MANY INTELLIGENCE JUDGEMENTS IN THESE DOCUMENTS DOWN TO A
SINGLE SENTENCE., IT WOULD BE THIS: THE SOVIET UNION AND CUBA HAVE
ESTABLISHED AND ARE CONSOLIDATING A BEACHHEAD ON THE AMERICAN CONTINENT,
ARE PUTTING HUNDREDS OF MILLIONS OF DOLLARS' WORTH OF MILITARY EQUIPMENT
INTO THAT BEACHHEAD, AND HAVE BEGUN TO USE IT AS A LAUNCHING PAD TO CARRY
THEIR STYLE OF AGGRESSIVE SUBVERSION INTO THE REST OF CENTRAL AMERICA AND
ELSEWHERE IN LATIN AMERICA.

ON TOP OF THAT, WE SEE NICARAGUA BECOMING TO CENTRAL AMERICA WHAT LIBYA
IS TO THE MIDDLE EAST -- THE FOCAL POINT FOR INTERNATIONAL AND REGIONAL
TERRORISM. MANAGUA'S SUPPORT FOR THE TRAINING OF CENTRAL AMERICAN
SUBVERSIVES IS WELL DOCUMENTED -- THEY SUPPORT SALVADORAN COMMUNISTS,
GUATEMALAN COMMUNISTS, RADICAL LEFTISTS IN COSTA RICA, AND RADICAL
LEFTIST TERRORISTS IN HONDURAS TO PROMOTE REVOLUTIONARY VIOLENCE THERE.
MORE RECENTLY. WE HAVE OBSERVED SOME NICARAGUAN SUPPORT FOR SEVERAL SOUTH
AMERICAN TERRORIST GROUPS AND DEVELOPMENT OF CONTACTS WITH OTHER
INTERNATIONAL TERRORIST GROUPS.

AT THIS POINT,....
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AT THIS POINT, LET'S ASK OURSELVES WHAT ALL THIS MEANS -— THE ECONOMIC
REVERSALS, THE URBAN UNREST, THE UPSURGE IN TERRORISM AND INSURGENCY, AND
THE MASSIVE SOVIET-CUBAN SPONSORSHIP OF SUBVERSION THROUGHOUT THE REGION.

IN MY VIEW, THERE ARE SEVERAL IMPLICATIONS.

FIRST, IF THE ECONOMIC SITUATION WORSENS, POLITICAL INSTABILITY
AGGRAVATED BY ECONOMIC DISLOCATION COULD WEAKEN SOME GOVERNMENTS TO THE
POINT OF COLLAPSE. CERTAINLY IT WILL SPAWN OR AID THE GROWTH OF RADICAL
MOVEMENTS AND GROUPS. THE SOVIETS AND CUBANS ARE SURE TO EXPLOIT THIS.

SECOND, THE WEAKENING OF CONFIDENCE IN DEMOCRATIC INSTITUTIONS WILL MAKE
IT EASIER FOR TERRORISTS AND INSURGENTS TO COERCE ESTABLISHED GOVERNMENTS
AND, PERHAPS, EVEN TO SEIZE POWER IN SOME CAPITALS AND FOMENT COUPS.
AMERICA'S INFLUENCE, STRATEGIC INTERESTS, AND COMMERCIAL STAKE IN LATIN
AMERICA COULD BE JEOPARDIZED IN AN INCREASINGLY CHAOTIC REGION.

THIRD, THE GROWING NICARAGUAN MILITARY CAPABILITIES ENABLE THE SOVIETS
AND CUBANS TO THREATEN THE PANAMA CANAL IN THE SHORT TERM AND MEXICO IN A
SOMEWHAT LONGER TERM.

FOURTH, CUBA WILL RENEW ITS EFFORTS IN THE CARIBBEAN ISLANDS TO DEVELOP
CLIENTS LIKE THE OUSTED MAURICE BISHOP REGIME IN GRENADA. THIS WILL BE
MADE EASIER BY ENDEMIC POVERTY IN THE LEEWARD [LEE-WERD] ISLANDS, AND
SOFT ALUMINUM PRICES THAT WILL UNDERCUT THE JAMAICAN ECONOMY.

FIFTH, THE SOVIETS....
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FIFTH, THE SOVIETS ARE LIKELY TO USE ARMS DEALS AND AID PACKAGES TO BUY
INFLUENCE WITH CERTAIN SOUTH AMERICAN COUNTRIES. US POLICY, AS YOU KNOW,
IS TO DISCOURAGE ARMS SALES TO ECONOMICALLY VULNERABLE COUNTRIES.

THE SOVIETS., ON THE OTHER HAND, OFFER ARMS ON UNUSUALLY FAVORABLE TERMS
IN ORDER TO CURRY FAVOR. THEY ARE NOT CONCERNED IF THE BUYER CANNOT FEED
ITS OWN PEOPLE BEFORE BUYING WEAPONS.

SIXTH. IF THE DEBT PROBLEM IS NOT RESOLVED SOON, IT COULD BECOME AN
IRREVERSIBLE SLIDE INTO BANKRUPTCY AND DEFAULT THAT WOULD SHAKE THE us
BANKING SYSTEM. THERE IS A GREAT DANGER TO US LENDERS WHO CONTINUE TO
LEND MONEY SOLELY TO ENSURE THAT IMMENSE DEBTS ARE CLASSIFIED AS
"PRODUCING." THIS CAUSES US DOLLARS TO BE DRAWN INTO A FINANCIAL "BLACK
HOLE™ FROM WHICH THERE MAY BE NO RETURN.

SEVENTH. DRUG PUSHERS WILL MAKE A GREATER EFFORT TO SHIP NARCOTICS TO THE
US FROM MEXICO, COLOMBIA, PERU, AND BOLIVIA DESPITE THOSE GOVERNMENTS'
EFFORTS TO COMBAT THE FLOW. THE DRUG TRADE IS NOW A $50 BILLION ILLEGAL
INDUSTRY WHICH SIPHONS MONEY AWAY FROM LEGITIMATE INVESTMENT. ALSO,
NARCOTICS TRAFFICKING INDIRECTLY AIDS LEFTIST GUERRILLAS AND TERRORISTS.

AND. LASTLY. I WOULD LIKE TO MENTION THE PLIGHT OF THE REFUGEES. EVERY
COUNTRY THAT HAS FALLEN UNDER COMMUNIST CONTROL SINCE WORLD WAR I HAS
SENT REFUGEES STREAMING OVER ITS BORDERS. IN THE LATE HOS AND EARLY 50s
MILLIONS OF REFUGEES FLED FROM THE SOVIET-OCCUPIED COUNTRIES OF EASTERN

EurROPE. THEN, IN THE....
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EUROPE. THEN, IN THE 1960S, WE WITNESSED A REFUGEE FLOW FROM CUBA. AND
MORE RECENTLY THE REFUGEE FLOW WAS STIMULATED BY COMMUNIST TYRANNY AND
DISORDER IN VIETNAM AND AFGHANISTAN. BUT THE POTENTIAL INFLUX FROM
CENTRAL AMERICA IS EVEN HIGHER THAN FROM ANY OF THESE.

SINCE 1980, SOME 200,000 SALVADORANS HAVE FLED COMMUNIST-INITIATED
VIOLENCE AND ENTERED THE US ILLEGALLY.

ILLEGAL MOVEMENT FROM MEXICO HAS INCREASED, WITH SOME ONE MILLION
MEXICANS ILLEGALLY ENTERING THE US IN 1983 ALoNE. IN 1984, THE
BIPARTISAN COMMISSION ON CENTRAL AMERICA -- WHICH HENRY KISSINGER CHAIRED
-- WARNED THAT A COMMUNIST CENTRAL AMERICA WOULD LIKELY BE FOLLOWED BY
THE DESTABILIZATION OF MEXICO. THIS COULD RESULT IN MANY MILLIONS OF
ADDITIONAL MEXICANS FLEEING INTO THE US.

THE FUTURE FOR LATIN AMERICA DOES NOT LOOK BRIGHT. YET, WITH COURAGE AND
UNDERSTANDING OF LATIN AMERICA'S MANY PROBLEMS, AND THE WILLINGNESS OF US

BUSINESS TO HELP WHERE IT CAN, THERE MAY BE HOPE.

FOR IF WE DO NOT ACT SOON, EVENTS WILL TAKE THEIR OWN COURSE, AND THE
SECURITY OF OUR COUNTRY AND OUR HEMISPHERE MAY BE DAMAGED BEYOND REPAIR.
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